Gentlenern:

hWe have considered your cpplication for recognition of cx~mption from
Federcl income tax under scction 501(c)}(l4) of the Internal Revenue Code.

The evidence prescnted discloses that you were formally organized s on

association in

MAER 2 6 1992

Your purposes, briefly st.ted, incluce:

Y state that you are trying wo develop & food and phiormzceutical
The coop provices low-cost medicines and foodstuffs.

1)

)
&~

2)
4)

to serve as a vehicle through wtich rosiderts of the community

can coamunicate with each other;
1o Gevelop and maintain o network systom watu the individuvals that
comprise the compunity of _,

to mEe.intain wne oxpond contact with conmunity ond professionsl

organizations;

to facilitate the orgenizetion &nd ipplencntation of mutual
wssistance projects.

cooperative,

You also state that the "membirs of
directly through self-cmployment and

I I it
OW=COSL goods.

You intecnc to hire "infornc=tion specialists™ who wiil essentially be fund=-

raisers and consultants.
rank, will earn & minisum of

per month,

You anticipate that all employees, of whatever

The informuticn
Specialists and the actuel employees of the coop are heretofere unemployed
indivicuais or individusl-

"*.:t ere under-emplioyed.
the mez jor problem that yu. ncpe to address is unemployment.
te develop ¢ large-scale .

of people «nu provide t greater runge of services.

Thus, you stu.te that

Your plans are
operative so that you can copley lurge numbers
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Section 501(c)(#) of the Internal Revenue Code provides exemption for:

"Civic Leagues or organiiltiom not orgénized for profit but
operated exclusively ror the pre~otion 0f sccial welfare...”

Sect.ion 1.501(c)(4)~1(a)(2)(1) of the Income’ ‘rax Regulatiom provides

that : NS
"An organization is operated exclusively for the promotion of
sociel welfsre if it is primmrily engsgud in promoting in some.
suay the common good #nd genoral welfare of the people of the
commrunity. An organization embraced within this section is one
vhich is operated primerily for the purpose of bringing sbout
eivic bet.ternent and soclial: improvements,”

Section 1.501(e)(4)~1 of the regulations provides, n pert as follows:

"(a)(1)In gene-:l. \ oivic lesgue or organization may be
excopt as «n or unization céseridbed in section 501(c)(4) if -

(L) It i. not organize& or operat.ed for profit; and

(i1) It is cperated exclusively for the promotion ot‘

social welfare.” . .
Revenue Ruling 7:-349 1is cppu'cable to your organization., It 'describes
en organization formed for the purpose of purchasing groceries for its’.
membership aL the lowest possible prices on.a cooperative basis., The
orgenization was denied exemption because it was formed for the economic
benefit ena cmw.nience of it.s gnbera. '

Revenue fRuling 78-132 describu an otmizatton that was f'ormed to |
fzcilitate the exchange of personal” dervices among menbers. The
organization was a private ccoperative enterprise for the economic benefit
of the member. This crgarization was denied exesption becsuse it was
operated primarily for the bemyfit of ita uq:ra.

Fovenue buling 77=12% held that en. orglinélum formed Lo operate & retuil

crocory ster. o 20.i food to‘residents of a poverty area at prices

SULET LT L Ly ':.A,wx . those charged by competing grocery stores, to
jrevice Lo roeery e Amry service to reaidents who need it, to

Bortloop . .r o boderol food stasp program, and to provide job training
tor cueluoyot §osicen's did not qublify for exemption. Although

SEOY Lt gub ule ining for the hgrd-core unesployed is charitable and
CLUG e D aiinin U ‘uning of section £01(c)(3) of the Internal Revenue
Lo, Uie OF, otz foent's purpose of opersting a retail grocery store whora

fod i sl te resacenls ol a poverty area at low prices is not -

(.Ul purpese wiithin the meaning of section 501(a)(3)
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On the btas.s.of the informetion submitted we conclude that you are not
exempt from Federal income tax because you are performing services for the
private benefit of your merders und any benefits to the cosmumity are not
sufficient to meet the requirement of the regulations that the organizztion
be operated primsrily for the cosmon good and geners! welfare of the people
of the coemunity. Therefore you are required to file Federal income tax
returns on Form 1120, :

1f you do not gzgree with these conclusions, you muy, within 30 deys from

the date of this letter, file in duplicete a brief of the facts, law, and -

argument that clearly sets forth your position. If you desire an ofal
discussion of the 1ssue, please indicate this in your protest. The
enclosed Publicution £92 gives instructions for filing & protcst.

If you do not file a protest with this office within 30 days of the dute of
this repert or letter, this proposed cetermination will becorr final.

If you agree witi, these conclusions or do not wish to file = written
protesy, please sign and rewurn Farm €01C in the enclosed self-addressed
envelope as soon a8 poasible.,

1f yc: have any further questions, please contact the persom whose name and
telephone mumber are shown at the beginning of thia letter.

Sincerely yours,

Ens !smt Director

Enclosures:
Publication 892
Form 601
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